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Government relocation assistance programs, designed to move 
workers from areas where suitable employment opportunities do not east to areas 
where jobs are available, were examined in detail for Sweden, the United ^Q^om, 
France, Canada, and the United States and I briefly for Norway, ^ ar ^' t ^ ol ^ d ’ 
Belaium, West Germany, and the European Coal and Steel Community. Data w 
derived from interviews with labor market authorities in each ^cwt^ 
relocation assistance in each country covered the cost of transportation from the 
home area to the new place of employment, the cost of the removal of persona! 
possessions, and a starting or settling-in allowance. Major det f r ^® ^ 
deluded: (1) lack of adequate housing in areas w'th employment < ?PP°^. n '^' 
reluctance to leave the home area and (3) lack of knowledge of the availability or 
relocation assistance. Efforts to bring jobs to depressed areas through ^ducem 
to industry should be supplemented with efforts to move the unemployed, or 
underemployed worker to areas where employment is available. Nineteen tables are 

included. (ET) 
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January 20? 1000. 

To Members of the Joint Economic Committee: 

Transmitted herewith are materials examining the use of relocation 
assistance by governments to promote the mobility of unemployed 
workers from labor surplus areas to areas where employment is avail- 
able. This study is particularly timely because the tTmted States? for 
the hirst time, is carrying out a series of labor mobility demonstration 
projects aimed at moving various types of unemployed worker’s. While 
relocation assistance programs in 10 countries and the European Coal 
and Steel Community are used in this study, particular emphasis has 
been placed on the programs used in Canada, France, Sweden, the 
United Kingdom, and the United States. 

This study, “Programs for Relocating Worker’s Used by Govern- 
ments of Selected Countries” was prepared at the request of the com- 
mittee by Prof. Martin Sehnitzer of the Department of Business 
Administration, Virginia Polyteclmie Institute. It is paper No. 8 of 
the series on Economic Policies and Practices, Study paper No. 0 of 
this series, entitled “Unemployment Programs in Sweden,” was also 
prepared by Professor Sehnitzer and published early in 1004. 

The papers in the series on economic policies and practices are being 
issued as aids to an increased understanding of economic policies and 
institutions in the various industrial countries. I believe that by mak- 
ing data more readily available for a comparison of national policies 
and practices in various areas, not only members of our committee but, 
also, other Members of the Congress and the general reader will be 
aided in understanding economic problems within the framework of 
the enterprise and free market “rules of the game” as practiced by 
the leading industrial nations. In these papers, the views expressed 
are exclusively those of the authors and do not necessarily represent 
the views of the committee or individual members thereof. 
Sincerely, 

Wright Patman, 

Chairman^ Joint Economic Committee, 



January 24, 1000. 

Hon. Wright Patman, 

Chairman^ Joint Economic Committee , 

V M, House of Representatives , Washington , D,C, 

Dear Mr. Chairman! Transmitted herewith is a paper entitled 
“Programs for Relocating Workers Used by Governments of Selected 
Countries,” prepared by Prof, Martin Sclinitzor of the Department 
of Business Administration, Virginia Polyteclmie Institute, for the 
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committee’s series on Economic Policies and Practices, The paper is 
presented ns prepared by Professor Sclinitzer, , 

The materials for this study were derived from i the author’s inter- 
views with labor market authorities m the French Ministries of labor 
and Agriculture, the Swedish Rational BaborMnrket Board, the 
British Ministry of Labor, the British National Coal Board, the Brit- 




personnel in the United States who have been responsible for the 
management of the labor mobility demonstration projects. The study 
was mmneed largely by a grant awarded the author by the American 



Phiiosophiial Society. 
Sincerely, 



JasebsW. Knowles, 
Emoulwc Director, 
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PREFACE 



The purpose of this monograph is to examine government relocation 
assistance programs designed to move unemployed workers from areas 
where suitable employment opportunities do not exist to areas where 
jobs are available. Relocation assistance will be looked at from the 
standpoint of a policy device which can be used to reduce regional 
unemployment, It is the premise of the monograph that policies ^ 
aimed at attracting industries to problem areas are not sufficient, for 
the reason that some areas lack the economic base to attract industry. 

In several countries, geographical isolation of many areas from the 
market and population centers make the areas unattractive to industry. 

In most of the countries used in the study, a decline in employment m 
particular industries— coal mining, shipbuilding, etc.— is responsible 
for high unemployment rates in various regions. The workers who 
become unemployed often do not possess the requisite skills to be re- 
absorbed into employment in the homo region, but can be readily em- 
ployed in regions where labor is in short supply. 

Countries used in this study are; Belgium, panada, Denmark 
France, Holland, Norway, Sweden, the United Kingdom, the United 
States, and West Germany. AH have relocation assistance programs. 

To some countries, Sweden in particular, relocation assistance is an 
important instrument of overall employment policy. 

Relocation assistance refers to the payment of travel expenses to the 
new place of employment to unemployed workers who cannot, secure 
employment in their home areas. A removal allowance for the cost 
of moving furniture and other household effects is usually included. 
Family allowances are often paid to workers who cannot And housing 
for their families in the new place of employment. # Starting allow- 
ances are also often paid to workers to help them exist until the first 

Pft ^h^materials for this study were derived from interviews with labor 
market authoritiee in the French Ministries of Labor and Agricul- 
ture, the Swedish National Labor Market Board, the British Ministry 
of Labor, the British National Coal Board, the British Railways Sys- 
tem, end the Organization for Economic Cooperation and Develop- 
ment. Interviews were also held with State employment personnel m 
the United States who have been responsible for the management of the 
labor mobility demonstration projects. , 

The author wishes to thank the following people who assisted lnm 
in obtaining the materials for the monograph; Mr. Charles Stewart, 
labor representative attached to the U.S. mission to the Organization 
for Economic Cooperation and Development,* Mr. Gosfca Helm, head 
of the Swedish mission to the same organization ; Mr. Richard Searing, 
former assistant labor attaclri at the American Embassy in Paris 5 Mr. 
Thomas Byrne, labor attache at the American Embassy in London j 
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Miss Barbara Green, of the British Ministry of Labor, and Mr, Dun- 
can Butter, of the National Coal Board; Mr. Jbrma Kaukonen, laboi 
attaelie at the American Embassy in Stockholm, Sweden, and Mr 
Curt Canarp of tlie Swedish National Labor Market Board; Mr. Soy* 
mour Brandwem and Mr. Howard Carpenter, of the XJ.S. Depart- 



North 

partment of Employment Security; and Mr, Si 
Kentucky Department of Employment Security, 

Tiie author also wishes to actoiowledgo the financial support for 
travel to Europe which was given by the American Philosophical 
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PROGRAMS FOR RaOCATING WORKERS USED BY GOVERN- 
MENTS OF SELECTED COUNTRIES 

CHAPTER X 

GENERAL BACKGROUND OF RELOCATION PROGRAMS 



INTRODUCTION 



m tne roiiowing countries to jraiuiuuu ** 

Canada, Denmark, France, Holland, Norway, bweden, the — 
Kingdom, the "United States, and West Germany. The worker re- 
adaptation program with reference to unemployed coal and iron ore 
miners which is used by the Common Market count ries is also included. 

The theme of the study is taken from an article whicli appeared in 
Lloyds Bank Review titled, “Must Always Take Work to the 
Workers V’ 1 The premise of this article is that unemployed or under- 
employed workers living in areas with inferior employment opportu- 
nities should be assisted to move to areas with more favorable oppor- 
tunities by a Government-sponsored program of relocation allowances. 
Too much emphasis is placed on subsidies to induce industry to locate 
in problem areas. It is ' lft 

have the resource base 
used. 





questions are as follows : , , . _ , ,, 

1. What is tlie relative emphasis m the W estorn European coun- 
tries with respect to moving unemployed workers to areas where 
employment is available as opposed to overall employment pro- 
grams including subsidies to attract industry to depressed areas? 

2. Do the European and Canadian experiences with relocation 
allowances to stimulate the mobility of the unemployed suggest 
policy recommendations for our own relocation program which 
is bemg carried out under the revised Manpower Development and 
Training Act? 

8. Has there been a shift in attitudes and policies which involve 
the use of relocation allowances to induce the mobility of the 
unemployed? 3 



ill. w. Richardson and E. 0, West* "Must, We Alrnjs Take Work to tlie Worker*!" 

relative to°otlier employment-creating measures In England and Sweden* ^loarinfl 

United States Imvo new programs. France lias started a me-fl comprehensive program 

In tlie last 8 years. j 




2 PROGRAMS POE RELOCATING WORKERS— SELECTED COUNTRIES 

Regional differences in unemployment rates tend to be a persistent 
phenomenon in all industrial countries, because of barriers to the 




aimed at stimulating aggregate demand have in some countries suc- 
ceeded in causing general overall inflation without seriously denting 
the problem of regional unemployment, Such policies, although effec- 
tive in lowering the national unemployment rate, fail to a major extent 
to reduce regional unemployment lor the reason that a combination of 
factor's— lack of mobility, lack of skills, and age-serve to keep a num- 

^A°ttom^^^ a depressed area through the use of sub- 

itYmuAtm fhn 
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solving the problem or unemployment. Such devices are of little use 
to some depressed areas whose economic base has vanished. Also, the 
gains used by subsidizing the location of industry m depressed areas 
must bo weighed against the losses suffered by the economy as a whole 
when industry is induced to refrain from operating in other areas 
where overall production costs are lower. 

The existence of unemployment in certain localities and regions 
means that the national income is at a lower level than might other- 
wise bo attained. If a government wishes to reduce this unemploy- 
ment, it is faced with the problem of whether labor should he stimu- 
lated to move to areas where join are available, or whether industry 
should be stimulated to move t localities and regions whore labor 
is unemployed. „ . ... 

The latter approach is favored by all of the countries used in the 
study. The attempt to influence the location of industry m depressed 
areas usually takes two forms : compensation, by means of Government 
subsidies to industry, to localities and regions because of their lack of 
resources for production! and efforts to create, through various means 
such as public facilities construction, external economies m certain 
localities where such economies are poorly dovolopod, but where the 
natural resources for certain types of industry aro good . 8 



toward greater emphasis on policies designed to encourage Arms to 
locate in less industrialized and loss congested areas whoro supplies of 
unemployed or underemployed workers may be found. Such policies 
aro regarded as a moans of combating wage-push inflation in the more 
congested areas. 

Arguments supporting the movement of workers to jols 
Richardson and West, in their well reasoned article, advance three 
important reasons for moving the unemployed to areas whore employ- 
ment is available . 4 

•The Aren Redevelopment Act would Include the first form. The net provided long-term 
lonng nt low rates of interest to attract new businesses, to locate In depressed areas or to 
help expand established businesses within the Area. The Public Works Acceleration Act 
would include the second form. The construction of new puullo facilities, it is believed, 
will make a community more attractive to Industry. ...... , 

Richardson and west, op. olfc, pp. 25-30. The authors, who aro lecturers In economics 
he University of Newcastle upon Tyne, aro arguing for a more diversified approach to 



in the 



^A^o^one 1 mfx^note'tlje^ p^ilfoa^on^ ''Conditions Favorable to Faster Growth," National 
Economic Development Council, Her Majesty's Stationery Office, London, 1002. 



PROGRAMS FOR RELOCATING WORKERS— SELECTED COUNTRIES 3 

1* In order to have a high rate of economic growth, there has 
to be a high degree of labor mobility, However, there is a bias 
against encouraging labor mobility as a method of dealing with 
regional unemployment. It is argued that it is easier to persuade 
industry to locate in problem areas than it is to persuade the 
unemployed to move from these areas to a new environment, 
Financial inducements can get industry into a problem area, 
whereas the lack of mobility of the unemployed is not as easily 
overcome, since the immobility stems from ah innate unwilling- 
ness of people to uproot themselves. 

2, High mobility of labor as well as capital characterizes the 
purely laissez-faire economy. Yet in the mixed economy of to- 
day, Government intervention is directed toward the mobility of 
capital only, leaving market forces to determine the mobility of 
labor. The assumption is that capital needs the inducements to 
locate in a particular area, but labor needs no particular induce- 
ment to leave the area, 

8. To reduce the relatively high rate of unemployment in 
various regions,, it is necessary to apply a number of employment 
measures, since each measure by itself is likely to make only a 
marginal reduction in employment, To base the solution of the 
depressed areas problem on one approach— which is the attraction 
of industry to the less prosperous areas— is not likely to bo fully 
successful. Since tho overriding criterion of depressed areas 
policy is tho reduction of unemployment, some of those who are 
unemployed could ho expected to move, given suitable financial 
inducements. This movement would help alleviate labor short- 
ages in rapidly expanding regions. 

An arguraont that is often advanced in favor of moving industry 
into depressed areas is that outmigration of people from these areas 
creates a surplus of social capital. What is chiefly referred to here is 
that houses, roads, schools, and public utilities are underutilized. To 
further tho outmigration of the unemployed through relocation assist 
anco is to speed up the deterioration of social capital within the 
depressed area. Sound conservation of resources requires that social 
capital invested in communities should not bo abandoned when it is 
feasible to save such capital. 

This argument when applied to many problem areas is uncon- 
vincing. The shifts in labor envisaged to reduce unemployment are 
small. Assume tho objective is to reduce unemployment in a region 
from 5 to 2 percent, and assume that half of these unemployed arc to 
be provided with jobs within tho region while half will move. This 
means that only lU percent of tho total labor force will bo required 
to move. An exoaus on that limited scale is unlikely to lead to tho 
wastage of social capital. Admittedly, this reasoning is against tho 
background of regional unemployment in Great Britain which is 
much lower than unemployment in many areas in tho United States. 
Much social capital in those areas is already underutilized. 

Assar Lindbeekj professor of economics at the University of Stock- 
holm, in disagreeing with Swedish policies to attract industry into 
depressed areas, makes the following recommendations : * 



• Amu ' tlndbeek. ‘‘Location Policy In Sweden," Skandlnavltka Banken, Quarterly Review, 
June lvG4i pp« 41-C1* 



~~~~~ ~ 
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Also avoid compensating, by meens of subsidies, localities for 
their lack of external economies* +1 , 

2. Bet the structure of industry m the country follow tho nat> 
ural resources of the various parts of the country. Allow some 
regions to assume the character of forest areas, natural reserves, 
or recreational areas, if tlie comparative advantages for these 

regions are to be found in such areas. 

%, Slake the greatest possible attempt to solve the unemploy- 
ment problem in northern Sweden through moving the un- 
employed away from regions tliat lack the resources to attract 
industry. By all means, compensate labor generously for the 
inconvenience and costs associated with retraining and movement. 

Lindbeek does not argue for the mass evacuation of depressed areas. 

He believes in limiting industrial location policy pleasures to areas 
^ § TTa van lieziw thftfe moamiroa to mo* 




in gome eases for a number of reasons. Nevertheless, he contends that 
not every depressed area must or should have industry to absorb the 
unemployed. He advocates a selective location policy which is aimed 
at too improvement of localities and areas with the greatest chance of 

STATEMENT OF THE TROBLmC 



the national average exists. 7 In too united lunjpom, icr ex- 
ample, the unemployment rate in Northern Ireland is several times 
greater than the national average. The unemployment inte rn 
Scotland is almost twice as high as too national average.* In too 
United States, unemployment rates in some counties in the Ap« 

dm f.wft in tores times the national average. 9 



2, Tliere nas Been a pronounced uwuiwju ^ ««« 

industries. The workers who arc laid off are often unskilled and 
semiskilled and are more difficult to absorb into other employ- 
ment. mole areas are affected, by the decline of an industry. 
In Sweden, there has been a decline m employment in tlio paper 
and pulp industry in toe northern and central parts of toe country. 
The textile and shipbuilding industries havo also suffered declines 
in employment. Much of the unemployment in the united Itmg- 



JSif’liIefflphyRient rate is the lilglicsHn tho United States, However, differences In 

uVl! nfolffirSte 1 PiPBr «ll^WAffS e !®i»S *nfl Scotland. The tmemplo* 
iittil In stvcfl ftfoiif! In Northern Ifsteud ftud Bcotlftftd could bo sauch It&i op tuueb 

^i^Jte^CTwen^u^ewployfflent rein In Hell and Martin Counties {Kentucky) 
cmi and 20.T percent, respectively. The unefflBlwment 
Urh.a percent. The unemployment rate for SfeDowell and Minae 
gtital is 11.8 percent nitd iG fi percent. rwneethel|. These rates 
•ay be compared to the national average of 4.0 percent. 



Counties (West Vl£ 
(August=septeinber) 
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dom lias also bean in areas with declining industries. In Scotland 
th© problem is associated with a decline in employment /in coal 
mining. In Northern Ireland, there has been a decline in ship- 
building. In Norway, there has been a decline m employment 
in the forest and fishing industries. In France, much unemploy- 
ment has been associated with the textile and coal mining indus- 
tries. Technological change in these industries will accentuate 
further the problem of regional unemployment. , 

8. In several countries, but notably France, there is a surplus 
of farm labor. With the attempt to achieve balanced economic 
growth throughout France, an effort is being made to get these 




the problem of urban congestion has favored policies aimed at 
industrial decentralization. In France, a conscious attempt has 
been made to restrict further industrial development m the Fans 
area. Subsidies of varying magnitudes are offered to industry 
to attract it to other areas in France. 1 ® In London, control over 
building permits has the effect of forcing industries to other 
areas. The shortage of labor and space in the large metropolitan 
areas has brought about greater reliance on policies designed to 
encourage firms to locate in less industrialized and less congested 

0. The lack of adequate housing in the larger cities appears to 
he a common denominator in most of the European countries used 
in the study. In Great Britain, lack of adequate housing is the 
major reason why workers receiving resettlement allowances re- 
turn to the home area. The same problem exists m Sweden and 
France. The lack of bousing probably lias reduced tlie number 
of workers who would utilize relocation assistance by a consid- 
The majority of European countries have had provisions for reloca- 
tion allowances throughout the greater part of the postwar period. 
Great Britain has had a program for moving unemployed workers 
since the early part of the 1080’s. Although there has been a shift in 
emphasis toward the decentralization of industry and toward policies 
designed to encourage firms to locate m the depressed areas where 
supplies of unemployed or underemployed workers may be found, 
policies exist providing for the payment of relocation allowances to the 
unemployed, and in some countries, notably in Great Britain and 




ministration of the relocation allowances. Usually, an effort is made 
to find employment for the worker before he leaves the home area. 
Once a position is found in another area, the worker is referred to the 
employment ©like in that area for placement. In many cases, job 



few* 




el 



no aid is given to Industry. 
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retraining lias preceded the relocation of the worker. In Sweden, if 
the worker does not have the requisite skills for employment in an* 
other area, lie is given job retraining in a center nearest the home area 
and then assisted to move to an area where the job is available. 

Eligibility for relocation allowances is confined to workers who are 
unemployed and are experiencing problems in finding employment in 
the home area. This eligibility is not necessarily limited to unem- 
ployed workers in depressed areas. More important is the inability 
of the worker to secure employment in the home area. In Sweden 
and Great Britain, however, workers who are likely to become unem- 
ployed are also eligible for relocation allowances. Reports of im- 
pending layoffs by firms to the Swedish employment service arc usually 
given 2 months in advance. In France, relocation allowances are used 
as a device to get underemployed farmworkers off of the farms and 
into industry. In Canada, relocation of the unemployed is regarded 
as a part of a program against poverty. 

The great majority of workers moved under the various programs 
of relocation assistance are unemployed and come from depressed or 
underdeveloped areas. In Great Britain and Sweden, 80 percent of 
the workers who receive the relocation allowances come from areas of 
high unemployment. 



CHAPTER 11 

UNITED KINGDOM* 

INTRODUCTION 

Tli© problem in fclia United Kingdom is basically one o I regional 
unemployment. Although the unemployment rate in the United 
Kingdom is low— averaging around 1.0 percent— there are regions 
which have a much higher rate of unemployment. These regions are 
Scotland, with an unemployment rate of 3.4 percentj Wales, with a 
rate of 2.7 percentj Northern Ireland, with a rate of 0.8 percent j and 
the northern region (Northumberland, Cumberland, Durham, and 
the North Riding of Yorkshire) , with a rate of 2.0 percent, 1 These 
unemployment rates may be contrasted with the rate of 0.0 percent xn 
London, 1.3 percent in the Midlands, and 1.1 percent in Yorkshire and 
Lincolnshire. 8 

Government assistance to unemployed workers moving to take jobs 
in new areas has been available for more than 80 years. During the 
depression, there were relocation schemes for which the legislative 
authority was contained in unemployment insurance legislation. In 
1010 the resettlement transfer scheme was introduced along roughly 
its present lines. Its purpose was to facilitate the mobility of the un- 
employed in those areas designated as “development districts” under 
the Distribution of Industry Act of 1040. The current relocation 
program, although limited to the development districts, is no longer 
limited exclusively to those who are unemployed. 
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British economic policy over the last 20 years, if judged in terms of 
the objective of maintaining a high level of employment and disre- 
garded from the standpoint of inflation, has been very successful, 
unemployment, expressed as a percentage of the total number of 
workers in Great Britain, has not exceeded 8 porcont. However, 
some regions have had an unemployment rate which has been con- 
sistently higher than the national averago. These regions include 
Scotland, Northern England (the northern region), and Wales. 
Problems exist in these regions and in Northern Ireland which seem 
to resist all attempts to make an appreciable reduction in the unem- 
ployment rate. Lucrative inducements to industry to set up opera- 



•The United Kingdom includes Northern Ireland, Scotland, Wales, and England. Great 
Britain includes only the last three territorial units. Northern Ireland, as pointed out in 

of^Irarei/l0^§l*^(?he 0 8epieMl)e? Mtes^e^iittle less for most of the regions. 
•British unemployment statistics arc based on a count of unemployed registrants. at 
employment exchanges and youth employment offices. Registrants Include persons seeking 
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grants nut wish to use the services of the employment exchanges. . In terms of the Ameri* 
can system, the British unemployment, rate Is understated by about 0.8 percent. (See 
appendix A the “Report of the President’s Committee on Measuring Employment and 
unemployment.”) 
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